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701—59.25(422) Basis of franchise tax. Iowa Code section 422.60 imposes a franchise tax on financial
institutions (as defined in 701—subrule 57.1(2)) for the privilege of doing business within the state. The
tax is measured by net income. For financial institutions subject to the tax, the tax is levied and collected
only on income which may accrue or be recognized to the financial institutions from business done or
carried on in the state plus net income from certain sources without the state which by rule follows the
commercial domicile of the financial institution.

If a financial institution carries on business entirely within the state of Iowa, no allocation or
apportionment of its income may be made. The financial institution will be presumed to be carrying
on its business entirely within the state of Iowa if its activities are carried on only within Iowa, even
though it receives income from sources outside the state in the form of interest, dividends, royalties,
and other sources of income from intangibles.

59.25(1) Definition—doing business. The term “doing business” is used in a comprehensive sense
and includes all activities or any transactions for the purpose of financial or pecuniary gain or profit.
Irrespective of the nature of its activities, every financial institution organized for profit and carrying out
any of the purposes of its organization shall be deemed to be “doing business.” In determining whether
a financial institution is doing business, it is immaterial whether its activities actually result in a profit
or loss.

59.25(2) Definition—carrying on business partly within and partly without the state. “Carrying on
business partly within and partly without the state” means having business activities in at least one other
state sufficient to meet the minimum constitutional standards for doing business in a state under the
due process and commerce clauses of the United States Constitution. The determination of whether a
financial institution is carrying on business partly within and partly without the state must be made on a
tax-year-by-tax-year basis. The activities of past or future years have no bearing on the current year.

The following nonexclusive activities if done on a regular and continuing basis by financial
institution officers or employees in at least one other state would constitute the minimum activities
which would meet the constitutional standards for doing business in a state under the due process and
commerce clauses of the United States Constitution:

a. Solicitation of loans by traveling loan officers.
b. Collection of overdue accounts.
c. Any other activities carried on in advancement, promotion, or fulfillment of the business of the

financial institution.
This rule is intended to implement Iowa Code sections 422.60 and 422.63.
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